
Degartment of the Treasury 

***** * * *  ********  ****  ** *** *****  ** *** tact: 
**** ********  * * *  * * * * *  **** ***** *****  
******  * *  ***  ***  ******* *   ******  ***** one Nurnbes: 
******* ****  ******** 

* * * * * * * * * * ******  ****  ***** to:  
************ **** * * *  * * * * * * *  ***** **** 

Ladies and Gentlemen: 

'ke have completed consideratian of your application for recognition 
of exemption from Fzderal income t a x  bq'Qer section 501(c)(3) of the 
Internal Revenue Code. 

The information submittea inadcates that you tire for.nea fo?  the 
purpgses of pxoviding special t r anspor t a t i~n  services for college oriented 
ac t iv i t i e s ,  transportation acivisement services am! benefit services. Your 
a c t i v i t i e s  k i l l  consist o f  supplyirg transportation fclr ********** ~QO 
students and residents o f  the ***** ~ area. Passertgers are cnargecj 6 fee 
for  your services, basea on the t o t a l  cost incurrea arm the expected number 
of passengers. 

Section 5Ol(c)(3)-l(a) c f f  the Income Tax Re$uLstions proviaes that i n  
order t o  be exempt as  &n organization aescribeo it-, section 501(c)(3), t h e  
orcsnization must be one that i s  both organize6 ara apexstea exclusively 
for  one o r  more of the purposes specifieo i n  that section. An organizstion 
that f a i l s  to  meet either the organizational or the operatima1 t e s t  is  not 
exempt. 

Revenue fblircj 72-365, 1572-2 C.B. 245, s t a t e s  that an orjqanization 
formed t o  provide managerial an0 consulting services a t  cost to unrelated 
exempt organizations i5 conducting 8 trade or business orainarily carried 
an for prof i t  and t h u s  Goes not qualify for  exemption under section 
501(c) (3 ) .  

Section 1.5fil(c>(4>-l(a)(2>(ii) o f  the r egu la t i~ns  provioes that an 
organization does not quallf y for exemption under section 501(c) (4) tf i t s  
primary act ivi ty  i s  c a r r y i q  on a h s i n e s s  w i t h  the generei public i n  a 
manner siinilar to  organizations which are operated for prof i t ,  



7P.e inf ornation avaj lable oemonstratc:- tnat ,  l ike the organization 
d~::ribeo i n  R2venue Ruling 77-364, you w i l  . be proviain5 services of a 
r;ow,~?rcial nature a t  cos';. Your ac t iv i t i e s  aIe t h u s  similar t o  a regular 
congtiercial enterprise. 

Acc~rainj ly,  we corclude that you are not organize0 or  operate^ 
erclusively for purposes describes i n  section f01(c)(3!. You also do not 
qualify fgr exemption under sectlon >Ol(c)(4) since ysu are carrying on a 
business wi th  t he  general public i n  a manner similar t a  cxgacizations wFIi.r 
are operated for profit .  You are required to f i l f  federal income t 
returns on forri- 112C,. Contributions to  you are not aeouctible UP* 
section 170 o f  the Code. 

If you do accept our findrngs, you may request a confeleiwe wi th  
a member of Gur Re~ianal Office Lnference Staff.  Your request for a 
confererre should include a written appeal giving the facts ,  law, am any 
other icfomatior: to support your p u s l t i ~ n  as explained i n  the enclosed 
Pclblication 893. You w i l l  then be contactea Lo srrange a date for a 
conferenc. The conference may be held a t  the Regional 'Jff Ice, Dr. ',r you 
request, a t  any mutually convenient District  fiffice. A self  -ada;i$s~~cr: 
envelope is  enclcsea. 

If you do not protest t h i s  propose0 oetermiwtion i l l  a timely manner, 
it w i l l  be consioereu by the Internal hevenue Servlce a s  6 f t i lu re  t o  
extiaust available aaminlstratirje remeoles. Section 742b(b) (2) of the 
Internal Revenue Cooe provicies i n  part that, "A aeclaratory juo~ernent or 
decxee uwer t h i s  sectiorl skal l  rat be tssuea i n  any proceeoing unless the 
Tax Court, the Ccurt of Claims, or the o i s t l l c t  court of the Lniteo States 
for  tPe Gistr ic t  of colunbid aetezrnines that the organization has exhaustea 
aaministrative rmeoies asallable tt it within the Internal Fieven!12 
Service. 

In the event that t h i s  l e t t e r  becomes our f ina l  action, a s  provioeo 
i n  section 61G4(c) of the Internal Revenue Cooe of 1454 ana applicable 
regulations, the appropriate State Officials w i l l  be notified of our 
ce'-.eninaticn. 

If we do not hear f r m  you w i t h i n  30 days, t h i s  determindtion w i l l  
become f ina l .  

Sincerely, 

Gistrict  Director 

Enclosures: 
Publication 892 
Envelope 


